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imprisoned not more than 5 years, or 
both. 

(d) Violations of this part may also 
be subject to relevant provisions of 
other applicable laws. 

§ 537.702 Prepenalty notice. 
(a) When required. If the Director of 

the Office of Foreign Assets Control 
has reasonable cause to believe that 
there has occurred a violation of any 
provision of this part or a violation of 
the provisions of any license, ruling, 
regulation, order, direction or instruc-
tion issued by or pursuant to the direc-
tion or authorization of the Secretary 
of the Treasury pursuant to this part 
or otherwise under the International 
Emergency Economic Powers Act, and 
the Director determines that further 
proceedings are warranted, he shall 
issue to the person concerned a notice 
of his intent to impose a monetary pen-
alty. The prepenalty notice shall be 
issued whether or not another agency 
has taken any action with respect to 
this matter. 

(b) Contents—(1) Facts of violation. 
The prepenalty notice shall describe 
the violation, specify the laws and reg-
ulations allegedly violated, and state 
the amount of the proposed monetary 
penalty. 

(2) Right to respond. The prepenalty 
notice also shall inform the respondent 
of respondent’s right to make a written 
presentation within 30 days of mailing 
of the notice as to why a monetary 
penalty should not be imposed, or, if 
imposed, why it should be in a lesser 
amount than proposed. 

§ 537.703 Response to prepenalty no-
tice; informal settlement. 

(a) Deadline for response. The respond-
ent shall have 30 days from the date of 
mailing of the prepenalty notice to 
make a written response to the Direc-
tor of the Office of Foreign Assets Con-
trol. 

(b) Form and contents of response. The 
written response need not be in any 
particular form, but shall contain in-
formation sufficient to indicate that it 
is in response to the prepenalty notice. 
It should contain responses to the alle-
gations in the prepenalty notice and 
set forth the reasons why the respond-
ent believes the penalty should not be 

imposed or, if imposed, why it should 
be in a lesser amount than proposed. 

(c) Informal settlement. In addition or 
as an alternative to a written response 
to a prepenalty notice pursuant to this 
section, the respondent or respondent’s 
representative may contact the Office 
of Foreign Assets Control as advised in 
the prepenalty notice to propose the 
settlement of allegations contained in 
the prepenalty notice and related mat-
ters. In the event of settlement at the 
prepenalty stage, the claim proposed in 
the prepenalty notice will be with-
drawn, the respondent is not required 
to take a written position on allega-
tions contained in the prepenalty no-
tice, and the Office of Foreign Assets 
Control will make no final determina-
tion as to whether a violation oc-
curred. The amount accepted in settle-
ment of allegations in a prepenalty no-
tice may vary from the civil penalty 
that might finally be imposed in the 
event of a formal determination of vio-
lation. In the event no settlement is 
reached, the 30–day period specified in 
paragraph (a) of this section for writ-
ten response to the prepenalty notice 
remains in effect unless additional 
time is granted by the Office of Foreign 
Assets Control. 

§ 537.704 Penalty imposition or with-
drawal. 

(a) No violation. If, after considering 
any response to the prepenalty notice 
and any relevant facts, the Director of 
the Office of Foreign Assets Control de-
termines that there was no violation 
by the respondent named in the 
prepenalty notice, the Director 
promptly shall notify the respondent in 
writing of that determination and that 
no monetary penalty will be imposed. 

(b) Violation. If, after considering any 
response to the prepenalty notice, the 
Director of the Office of Foreign Assets 
Control determines that there was a 
violation by the respondent named in 
the prepenalty notice, the Director 
promptly shall issue a written notice of 
the imposition of the monetary penalty 
to the respondent. 

(1) The penalty notice shall inform 
the respondent that payment of the as-
sessed penalty must be made within 30 
days of the mailing of the penalty no-
tice. 
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